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GREECE - KEY ECONOMIC INDICATORS 


All values are in millions of dollars and represent period averages 
unless otherwise indicated. Exchange rate: U.S. $1 equals 66.8 
(1982), 87.9 (1983), 112.7 (1984) drachmas. 


% Change 
1982 1983 83/82 1984 


Income, Production, Employment 
GNP at Current Prices(a) 39,017 35,239 -9.7(b) 33,480(c) 


GNP at Constant (1970) Prices(a) 7,178 5,420 -24.5(b) 4,305(c) 
Per Capita GNP Prices U.S.(a) 3,986 3,578 -10.2(b) 3,366(c) 
Gross Fixed Asset Formation, 

Current Prices(d) 5,662 me -7.8(b) 4,951(c) 
Disposable Personal Income, 

Current Prices 31,800(e) 28,500(e) -10.4(b) 26,900(ce) 
Indices: (1970=100) 

Industrial Production 185.5 184.6 -0.5 189.2 

Avg. Labor Productivity -5.2 0.7 --- 19 

Avg. Industrial Wage 827 1,008 21.5 1,270 
Avg. Industrial Wage 

Drachmas Per Day 1,051 1,281 21.9 1,614 
Labor Force (million) (f£) suf 3.8 =a 3.84 
Unemployment Rate Percentage(g) 5.8 7.9 --- 8.1 


Money and Prices 
Money Supply 6,080 5,230 -14.0(d) 4,758(c) 


Bank of Greece Rediscount Rate 20.5(h) 20.5(h) --- 20.5(h) 
Consumer Price Index (1982=100) 100 120.2 20.2 142.4 
Wholesale Price Index (1970=100) 625.1 748.8 19.8 909.2 
Retail Sales Value Index 

(June 1974=200) 388.7 465.5 581.8 


Balance of Payments and Trade 
Gold and Foreign Exchange 


Reserves(i) 1,011 1,042 
External Debt(ijk) 9,499 10,562 
Debt Service(1) 1,816 1,849 
Current Account Deficit(ij) -1,885 -1,876 
Trade Deficit(ij) -5,927 -5,386 
Exports, FOB(ij) 4,341 4,105 
U.S. Share % (mn) 8.9 ‘2 
Imports, CIF(ij) 10,068 9,491 
U.S. Share % (mn) 4.4 Je 
Main Imports From United States 
1983, 1984 Food products and live animals $22, $15; 
machinery and transport equipment, $81, $82; 
other manufactured goods $66, $58; chemicals 
$31, $44; raw materials $115, $58. 





(a)-Market prices. (b)-Because the drachma depreciated against the 
dollar, those percentages are different from the drachma value 
changes. GNP in drachma constant prices dropped by 0.2 percent in 
1982 and by 0.6 percent in 1983. In 1984 it increased by 1.8 
percent. (c)-The depreciation of the drachma in terms of the 
dollar in 1984 shows lower amounts or changes than the 
corresponding figures in drachmas. (d)-Excl. dwellings. 
(e)-Estimate. (f)-Labor force surveys. (g)-215,000 unemployed 
(1982); 299,000 (1983); and 312,000 (1984). (h)-Since July 1983, 
20.5 percent. (i)-End period. (j)-Bank of Greece data. (k)-The 
1984 Bank of Greece estimates exclude military credits of about 
$1.2 billion (U.S. foreign military sales credits) as well as 
several hundred million dollars in other military and non-military 
debt. (1)-Public and private including suppliers’ credits of over 
one year. (m)-Customs (National Statistical Service) data. (n)-60 
percent is petroleum products in 1982; 52 percent in 1983; and 45.2 
percent in 1984. 


Source: Bank of Greece, National Statistical Service, and other 
agencies. 





Introduction and Summary: 


In 1984, after three years of stagnation, real GDP at factor 
cost (output) grew by 2.8 percent, led largely by the increase 
in public sector employment as well as by a recovery in 
agriculture (weather conditions) and -- to a much lesser extent 
-- by an upturn in manufacturing production. On the 
expenditure side, the main source of growth came from an 
increase in public and private consumption, as well as froma 
rise in foreign demand for Greek goods and tourist services. 
Higher public investment also contributed to an increase in 
GDP. Private investment, however, fell sharply for the fifth 
successive year while Greek industry as a whole incurred losses 
for the third year in a row. On the other hand, the real 
incomes of households increased, inflation slowed (to about 19 
percent), and unemployment rose only slightly but remained near 
8 percent. 


Although government policies brought positive gains for most 
urban and rural households, little progress was made in 
improving the overall performance of the economy. The current 
account deficit widened from 1983'S $1.9 billion to 1984'S $2.2 
billion, with most of the deterioration occuring in invisibles 
items other than tourism. As a result, real GNP grew by only 
1.8 percent in 1984 or more slowly than GDP. External debt 
grew by $1.8 billion net of principal repayments, so that 
Greece's total foreign debt (including military debt) now 
exceeds $14 billion. The net public sector borrowing 
requirement (PSBR) increased sharply in 1984 to 15.5 percent of 
GDP, higher than in the previous two years and greater than 
1981'S 14.75 percent. Last year's deterioration in the 
external and public sector accounts, as well as the continuing 
gap between money GDP growth (22 percent) and real output 
increases, confirm that major imbalances in the economy 
continue to prevail. Foreign debt could rise about two billion 
dollars a year over the next three years if current trends 
continue. 


The main problems of the Greek economy relate to: 
-- Government reliance on expansionary fiscal and monetary 


policies which since 1980, have become less effective in 
stimulating a growth in real output; 


-- The rapid increase in public sector deficits due in part to 
higher subsidies for a larger, less efficient state sector; 


-- A tightening of government constraints on market forces, 
particularly labor market restrictions and price controls; 





-- Continuation of traditional restrictions in the credit, 
capital, and foreign exchange markets; 


-- Unit labor costs which have increased cumulatively by 150 
percent since 1979, averaging 25 percent annually or 5 percent 
above inflation rates; 


-- Negative real rates of return in private industry since the 
mid-1970's; 


-- Business uncertainty due to the above factors and to the 
continued growth of public sector activities; 


-- Persistence of an inflation-depreciation cycle, further 
discouraging private investment; and finally, 


-- Import-penetration of the Greek economy mainly due to the 
loss of international competitiveness. 


Recent Economic Developments: 
A. Growth 


In 1984, after three years of stagnation, real GDP at factor 
cost grew by 2.8 percent, led largely by the increase in public 
sector employment and by a recovery in agriculture (because of 
an improvement over the bad weather conditions of 1983). 
Agricultural output increased by 6 percent in real terms. On 
the expenditure side, the main source of growth came from an 
increase in public and private consumption, as well as froma 
rise in foreign demand for Greek goods and tourist services. 
Gross investment declined by 4.7 percent. Real GNP growth was 
also positive (1.8 percent), although it rose at a slower pace 
due to the deterioration in net income from abroad. 


B. Prices, Incomes 


Consumer prices rose more slowly in 1984 (18.5 percent) than in 
1983 (20.2 percent). However, as calculated by the GDP 
deflator, the broadest measure of price developments in the 
economy, inflation was 19 percent, slightly below 1983'S rate. 
Average compensation per employee in urban areas increased by 
23 percent in 1984 (i.e., 4.5 percent above the CPI), and that 
real disposable incomes grew by 3 percent. The 1984 increase 
in real after-tax or disposable incomes followed a 3.7 percent 
decline in 1983 and a 2.8 percent increase in 1982. Based on 
the rise in agricultural output, there was also a very strong 
growth in 1984 in real disposable incomes for farmers. 





C. Employment 


Unemployment has risen rapidly since 1981 (when it was about 4 
percent), but the rate of increase has apparently slowed from 7.9 
percent in 1983 to 8.2 percent in 1984. Last year, total 
employment grew by 0.6 percent in the non-agricultural sector of 
the economy. The rise in employment in the services sector was 
substantial. It appears that most employment gains were made in 
the public sector. Employment grew by 4.4 percent among 
state-owned banks, 2.7 percent among public utilities, and 2.4 
percent among public services. 


D. Profits, Investment 


Economic growth in 1984 brought positive gains for many urban and 
farm households. However, such benefits generally did not accrue 
to industrial or commercial companies in the private sector. There 
was about a 2 percent recovery in manufacturing output, but 
production levels remained 5 percent below their 1980 peak and 
profits for Greek industry as a whole are estimated to be at 
negative nominal levels for the third year in a row. Merchandise 
exports (mainly metal and refined petroleum products) and the 
growth in domestic consumption appear to be behind the upturn in 
manufacturing output. Private investment declined by 12 percent, 
continuing its long-term pattern. Unit labor costs in 
manufacturing, after a sharp decline from 38 percent in 1982 to 18 
percent in 1983, rose by 24 percent in 1984. 


E. Balance of Payments 


Merchandise exports increased by nearly $300 million (or 7.2 
percent) in 1984 compared with a year earlier. Nevertheless, 
imports rose by virtually the same dollar amount so that the trade 
deficit remained unchanged. However, foreign exchange earnings 
from invisibles continued to show weakness, interest payments on 
external debt increased sharply by about $200 million (or 24 
percent) and EC net official transfer payments declined 14 percent 
or by over $100 million. As a consequence, Greece's current 
account deficit widened from $1.9 billion in 1983 to §2.2 billion 
in 1984, an amount equal to 6.7 percent of gdp. 


F. Demand Management Policies in 1984 
Government economic policies became more stimulative in 1984 and 


led to an increase in the public sector deficit. The government's 
incomes policy, as well as fiscal and monetary 





policies, were more relaxed tha" in 1983. Real disposable incomes 
fell in 1983 by 3.7 percent but were allowed to increase by 3.1 
percent in 1984, However, there was a substantial relaxation of 
fiscal policy as measured by the change in the net public sector 
borrowing requirement (PSBR), increasing from 11.5 percent of GDP 
in 1983 to 15.5 percent of GDP in 1984. As a result, but also 
reflecting the increasing share of credit earmarked for ailing 
enterprises and agriculture, there has been a sharp increase in the 
growth of monetary aggregates. M-l (money in circulation, demand 
deposits) increased from 14 percent in 1983 to 22 percent in 1984. 
M-3 (M-1 plus time deposits) increased from 20 to 29 percent in 
this same period. 


Government Policies and Projections for 1985 


The following are the government's main projections for 1985. Read 
GDP is projected to grow by about 2 percent, while money GDP is 
targeted at a 21 percent increase. Real disposable incomes are 
expected to rise by 1 or 2 percent. Budget expenditures are 
projected to increase by 27 percent but actual spending may exceed 
this target, particularly when public enterprises and the oil 
account are included. The goal is a public sector deficit equal to 
16 percent of GDP. The growth of monetary and credit aggregates 
are projected to exceed the rate of increase for money GDP. Gross 
investment is targeted to increase 3 percent in 1985 compared with 
last year's 4.7 percent decline. Most of the recovery in 
investment will be in the public sector or in private 

construction. At the same time, the government is anticipating for 
1985 a decline in the rate of inflation to about 17 percent (from 
1984's 18.5) and a reduction in the current account deficit from 
last year's $2.2 billion to around $2.0 billion in 1985. 


Prognosis Unclear for 1985 


Government projections regarding inflation and the current account 
deficit appear optimistic in light of recent trends, and 
continuation of relaxed fiscal, monetary and incomes policies. As 
noted earlier the CPI fell from 1983 to 1984 from 20.2 to 18.5 
percent (in 1984 the GDP deflator was 19.9 percent), but this was 
accompanied by a sharp increase in M-l and M-3. For 1985, higher 
real disposable incomes and increases in government spending above 
the rate for money GDP will add to the purchasing power of 
households and state agencies without necessarily leading to an 
increase in domestically-produced goods. This augmentation in 
purchasing power could result in an increase in merchandise imports 
-- and 





a widening of the current account deficit -- unless offset with a 
more realistic stance toward the depreciation of the drachma. The 
drachma's depreciation in 1984 and the first half of 1985 appeared 
to be somewhat below what was required to offset inflation 
‘differentials with Greece's EC trading partners. But a more rapid 
depreciation of the drachma, without a reduction in the public 
sector deficit, would add to inflationary pressures and undermine 
the government's goal of reducing the inflation rate in 1985. 


Balance of Payments Constraint 


Since 1978, Greece's balance of payments performance has 
deteriorated. In dollar terms, foreign exchange earnings 
(excluding EC transfer payments) fell 19 percent below their 1981 
peak. The table below shows the current account deficit in dollar 
terms and as a percentage of GDP. To this deficit should be added 
"errors and omissions" as these amounts must be financed through 
changes in foreign exchange reserves or net borrowings. The 
current account deficit, which almost doubled since the oil shock 
of 1979, has hovered around $2 billion, despite the infusion after 
1981 of up to $800 million in net official transfer payments from 
the European Community. As a percentage of GDP, however, the 
adjusted current account deficit has risen steadily -- a 
progression which is more clearly evident when "errors and 
omissions" are added. In 1985, the current deficit is likely to be 
8 percent of GDP and nearly 9 percent if errors and omissions are 
counted. Thus, any continuation of real growth, particularly via 
public employment increases and import-sensitive public 
investments, risks a further deterioration in the deficit and a 
rise in external indebtedness. 





GDP and Current Account Deficits (1982-1985) 


(The Current Deficit is Adjusted to Include "Errors and Omissions" ) 


Billions of Dollars 


Current Deficit 
Errors 
Total 


Percentages of GDP 


Current Account Receipts (1980-1984) 
Billions of Dollars 
1981 
Total Receipts Li 3 


Of Which EC Net 

Transfers on 
Total Earnings From 
Goods, Services, Etc. 





Projections Based on Current Trends 


As can be seen in the txsble below, assuming no major economic 
adjustment, the current account deficit is likely to rise because 
of the increase in interest payments (due to a growth in the stock 
of external debt). Interest payments will rise despite a projected 
fall in world interest rates. Thus, as the projections below 
indicate, Greece's net borrowing requirements will add about $2 
billion annually to Greece's external debt, assuming that the 
1980-84 rate and pattern of real growth is maintained. Although 
long-term projections are subject to a wide margin of error, if the 
present trends continue the outcome could be that, in 1988, 
Greece's external debt (excluding foreign exchange deposit 
liabilities) will reach about $22 billion or 190 percent of total 
current account earnings. 


Balance of Payments (Billions of Dollars) 


Projections 


Current Account 

Interest Payments 

Balance on Other 
Items 


Current Deficit -2.6 


Errors (assumed Additional 
Interest Payments) -.2 


Current Financing 
Requirement -2.8 


Capital Account 
Principal Repayments 
Financing Requirement 


Private Capital 
Inflows (net) 


Net Borrowing (i.e. Less 
Principal Repayments) es 





External Debt 
End Year* 
Projections*% 


1986 1987 


Billions of Dollars 


Total Debt 


Current Account 
Earnings 


Percentages 


Debt to Current 
Account Earnings 
(Approx. Ratio) 145 


Debt Service Ratio 22 


Average Interest 
Rate on Averate 
Debt 10.2 3 eS 


XNote: Average debt levels for the year are only somewhat 
below end-year debt levels, as most borrowing occurs in the 
first half. 


XX¥note: 1985 and especially later year data are merely rough 
projections of current trends based on many variables and 
somewhat arbitrary assumptions but nonetheless point toward the 
general direction of the economy. 





Medium-Term Trends 


Consumption and Investment 


It is noteworthy that the current account deficit has widened in 
real terms in recent years, a period of low growth in the economy 
and declining private investment. The deficit widened despite the 
substantial increase in EC transfer payments. Non-oil merchandise 
imports may have also increased in real terms. These developments 
suggests that merchandise imports have shifted away from investment 
and semi-finished goods for Greek industry and in favor of consumer 
products. This explanation appears consistent with official 
national accounts data which show a long-term shift towards 
consumption and away from investment. 


Consumption and Investment 


(Percentages of GDP) 


1970-73 1974-79 1980-82 1983-84 
(Est. ) 


Consumption 78 81 84 86 
Investment 26 a2 18 Lf 


Of Which Private 
Co. Machinery 
and Equipment (4.9) (4.5) (3.6) (3.3) 





Exchange Rate Policies and Greece's Trade 


Greece's export earnings have been negatively affected (with a lag) 
by the 1981-82 world recession, but it also appears that the 
depreciation of the drachma in these two years was inadequate to 
offset fully inflation differentials. The drachma, whose value is 
determined by the authorities through a managed float, was 
depreciated substantially in 1983 but not by enough to restore the 
competitiveness lost in previous years. The drachma's depreciation 
in 1984 and 1985 also appears below what would be required by 
inflation differentials, particularly when measured by unit labor 
costs. As a consequence, Greece's exports of non-oil goods and 
tourist earnings stagnated in the period 1981-83, while the 
increase in export earnings in 1984 (measured in ECU) appears 
mainly due to the recovery in world trade and price increases 
rather than to an improvement in competitiveness. Imports in this 
period grew more rapidly than exports, probably reflecting in part 
the impact of Greece's accession to the European Community (which 
occurred in January 1981). Nevertheless, stagnation in the Greek 
economy in 1981-1983, coupled with the sharp decline in investment, 
suggests that there has been import penetration of the domestic 
market due to a loss of competitiveness. 


Greece's Trade 


(Trade in billions of European currency units -- ECU -- ECU values 


of foreign currency earnings and payments sensitive to exchange 
rate changes) 


1980 1983 1984 


XExports 2.9 

Plus Tourist 
Earnings hed 

Total 4.2 


XI mports 6.0 


X Exports and imports of non-oil goods only. 





Profits and Investment 


The shift toward consumption can be partly attributed to recent 
demand management policies and the lack of adjustment to oil price 
shocks, but it seems also due to other policies in effect since at 
least the mid-1970's. Greek economic policies traditionally favor 
job-security and the protection of household real incomes, with 
less attention being paid to labor market flexibility, productivity 
and profit considerations. Consequently, private investment in 
manufacturing -- which has been low for a number of years -- has 
continued its decline and Greek industry has suffered a consequent 
loss in competitiveness. 


Decline in Net Profits 


In recent years, manufacturing enterprises have experienced sharp 
increases in interest and other cost burdens which, despite a rise 
in sales revenues broadly in line with inflation, have led to a 
deterioration in the net profit position of private companies in 
Greece. As indicated in the tables below, unit labor costs in 
manufacturing have risen sharply since the mid-1970's, while the 
return on equity has deteriorated from moderately positive levels 
in the early 1970's to a negative position in real terms beginning 
with the 1974-79 period. Since 1982, the return on equity has been 
negative in even nominal terms. The negative profit position (in 
real terms) since the 1974-79 period appears to explain the 
inability of Greek industry to attract share capital and its 
concomitant need to rely instead on borrowed funds, especially 
short-term debt, to finance the explosive growth of assets created 
by 20-25 percent rates of inflation. It is, therefore, hardly 
surprising that private investment in manufacturing has declined 
steadily since the early 1970's, leading to an aging of the Greek 
industrial base and a loss of international competitiveness. 


As noted above, gross sales revenues have increased broadly in line 
with inflation, and gross profits also appear to have kept pace, 
whereas net income has deteriorated substantially, due to a sharp 
rise in interest costs. Aside from a 50 percent rise in interest 
costs, Greek industry has also faced other burdens, which have 
restrained the growth of gross profits: 


-- Price controls have prevented companies from countering cost 
pressures; 


-- Wage increases generally have been above the rates of inflation; 





-- Social insurance and other non-wage costs have grown rapidly; 
Greek non-wage labor costs are among the highest in the OECD; 


-- Due to restrictions on dismissals of redundant workers, the 
total wage bill of companies could not be reduced as production or 
sales revenues weakened for some companies; 


-- Overtime, part-time, and shift-work are difficult to arrange in 
the Greek labor environment, restricting the ability of companies 
to respond flexibly to increased demand without hiring new 
employees; 


-- Tax laws have added to industry costs even when there have been 
no profits; 


-- The absence of leasing arrangements. 


Household Real Disposable Incomes and Unit Labor Costs 
(Percentage Changes) 


1976-79 
(Average) 
Consumer Prices 14.2 


Real Disposable 
Incomes 5.6 


Unit Labor Costs 
Manufacturing 20 





Industrial Companies in Greece 


(Year-to-Year Percentage Chances) 


1970-73 1974-79 1980-82 
Average Average a 


Private Investment in 
Machinery and Equipment 
(as % OF GDP) 

Jes 


Return on 
Equity 15.0 


Interest Rate (for 
Long-Term 
Investments) 8 


Inflation (GDP 
Implicit Price 
Index) 8 


Hourly Wages 
(Manufactur- 
ing) 10 


Bank Deposits Absorb Venture Capital 


A major disincentive to new investment, in addition to a long 
period of negative net profit rates (in real terms), has been 
the alternative opportunity available to potential investors in 
Greek industry to earn far better returns from drachma funds in 
bank deposits. Long-term drachma deposits in Greek banks earn 
21 percent -- tax free. This rate has recently been barely 
adequate to offset inflation, however, it is still a rate of 
return which is far above recent net profits in Greek industry 
and involves none of the risks and difficulties inherent in 
manufacturing and mining operations. Greek industrial 
corporations are generally unlikely t»% be in a position to 
attract share capital and undertake rew investments until the 
return on equity rises above that of long-term bank deposits. 





Foreign Investment Obstacles 


Although the above factors have also discouraged foreign 
investment, traditional Greek restrictions on capital outflows have 
been major obstacles to the acquisition by foreign companies of 
fixed assets in Greece. Generally, any large direct investment in 
the Greek economy from abroad would enter under law 2687, as 
otherwise profits and capital could not be repatriated. 


This 1953 law provides for the repatriation of only 10 or 12 
percent annually of profits or capital, an amount which is close to 
what Eurodollar Bonds have been earning. Given the recent rates of 
inflation and exchange rate depreciation, the potential foreign -- 
and Greek -- investor faces the prospect that any acquired real 
assets in Greece will decline in dollar or D-mark value. Asa 
consequence, foreign direct investment in Greece has remained 
limited. 


Foreign Direct Investment in Industry Under Law 2687/53, 
Permitting Restricted Repatriation of Profits and Capital 
(Millions of Dollars) 


1970-74 1975-79 1980 1981 1982 1983 1984 
(Average) (Average) 


55 20 74 32 37 16 ll 


Growth of Public Sector 


Paralleling the rise in household real incomes since the 
mid-1970's and the deterioration in private enterprise 
profitability has been the growth of the public sector. Total 
public sector expenditures in 1984 reached 60 percent of GDP, 
whereas for the period 1970-1980 the comparable figure is 
calculated at about 35 percent of GDP. The growth of total 
public sector expenditures since 1975 has been caused mainly by 
an increase in public company and organization deficits, 
requiring higher subsidies and loans from the state. Also, 
there has been an increase of government subsidies to farmers. 
In addition, the doubling of public sector deficits since 1978 
has increased total public debt which, in turn, has raised 
expenditures for servicing costs. 


Total Public Sector Expenditures as Percentage of GDP 


1970-80 1980 1981 1982 1983 1984 


35 41 51 54 56 60 





Key Government Medium Term Policies 


To reverse the decline in investment and improve external 
competitiveness, Greece's socialist government has adopted a 
medium-term program for bringing about structural changes in Greek 
industry. The program does not provide for any substantial decline 
in public or private consumption or sharp depreciation in the 
exchange rate, but relies mainly on increasing public investment 
and stimulating thereby real growth in the economy. Thus, a 
growing economy is expected to provide the resources with which to 
finance a higher ratio of investment to GDP. 


State Enterprises 


A number of large enterprises in Greece have become unable to 
service their indebtedness, a development which has led to 
government-takeovers of 40 companies (the government was a major 
shareholder in many of these companies). As a result, 16 of 
Greece's top 30 private industrial companies (9 in 1981), are now 
(mid 1985) under state control. Most have fallen under state 
control to forestall their closure, a consequent rise in 
unemployment, and loss of export earnings. It is also the 
expressed intent of Greece's socialist government to increase state 
involvement in the country's major sectors. The sectors cited are 
metals, textiles, cement, petroleum, mining, paper and pulp, health 
(including pharmaceuticals), shipyards, and insurance. These 
sectors represent some 80 percent of Greek industry (which is, 
however, only about 20 percent of GDP). On the other hand, the 
government is seeking to liberalize the traditionally 
state-dominated banking sector. In addition to adding to the 
number of state enterprises in industry, the government has begun 
to expand its role in the area of foreign trade via the 
establishment of countertrade requirements for state and 
cooperative procurements and through new state trading 
Organizations, 


Implications for the United States 


U.S. Exporters Can Find Opportunities 


Although Greece is a relatively small market, many American firms 
have found that favorable trade opportunities exist and thus 
new-to-export firms should not ignore export opportunities. 
Despite the fact that EC exporters enjoy the advantages of reduced 
tariffs and lower shipping costs, American suppliers willing to 
make persistent and aggressive marketing efforts in Greece will 
find a preference for U.S. goods and technology in many product 
categories. Most export opportunities stem from Greece's need to 
modernize its industrial base in order to meet the stiff 
competition within the unified EC market. 





Best Prospects : 


The government's ambitious plans for development of its 
transportation, energy, telecommunications, and metals/minerals 
sectors offer major opportunities for U.S. firms marketing 
pollution control equipment; security and safety equipment; food 
processing and packaging equipment; telecommunications equipment; 
computers, peripherals, and software; medical instruments and 
equipment; analytical and scientific instruments; electronic 
components; and business equipment. Doing business in Greece is 
seldom a simple, straightforward matter. Lack of familiarity with 
the labyrinth of government regulations can lead to frustration and 
delays in licensing approvals or customs clearances, therefore, it 
is usually advisable to enter the Greek market first by 
establishing an agent or distributorship relationship. (Assistance 
in locating an appropriate agent or distributor can be obtained by 
contacting the nearest Commerce Department district office.) 
(Further information on best prospects are available from the U.S. 
Department of Commerce Desk Officer for Greece, Ann Corro (Tel: 
(202) 377-3945), and from the Commercial Section of the American 
Embassy in Athens). 


Greece Continues to Serve as Regional Commercial Center 


Located near the land connection of Europe, Asia and Africa, Greece 
has historically enjoyed close cultural and commercial ties with 
the countries of the Middle East and Africa. Since 

1975, when Lebanon started to experience a period of prolonged 

and continuing disarray, about 150 American companies have taken 
advantage of Greece's favorable location by establishing regional 
marketing offices in Athens. They are attracted by Greece's 
proximity to Middle Eastern markets, as well as its 
telecommunications, air transportation, and postal links. In 
addition, through Law 89/67, the government grants incentives to 
foreign enterprises establishing in Greece conducting business 
outside of the country by exempting them from significant customs 
duty, corporate tax, and other liabilities. The GOG has sought to 
clarify the Greek government's stance toward Law 89 companies 
(i.e., multinational companies with marketing or administrative 
offices physically located in Greece but with business activities 
only outside of the country -- generally the Middle East and North 
Africa where U.S. exports in 1984 amounted to $15.5 billion. 
Although reiterating the government's continued support for Law 89 
companies, it stressed that these firms should conform with the 
targets in Greece's five year plan. The government also pointed 
out in this regard that it is scrutinizing more carefully the 
Operations of Law 89 





companies. Referring to a recent survey, it noted that many Law 89 
companies had failed to meet their obligations in maintaining 
minimum levels of foreign exchange deposits and guarantees. The 
GOG stated that permits of some companies not meeting their 
obligations have been withdrawn. 


Competition From the EC for the Greek Market is Stiff 


The EEC with a share of over 40 percent of the Greek imports during 
the period 1976-80, about 50 percent since 1981 -- the first year 
of Greece's membership in the EEC -- has traditionally been 
Greece's largest supplier. The share of the Middle East and North 
African countries, which have accounted for about 20 percent of the 
Greek import market, reached 26 percent in 1982 and 1983 mainly 


because of higher oil prices but declined to 14 percent during the 
first 10 months of 1984. 


The U.S. share, which had peaked at 8.4 percent in 1976, gradually 
declined during the following years to 4.5 percent in 1982, to 3.8 
in percent in 1983 and to 3.2 percent in 1984. In value terms, 
U.S. exports to Greece increased from $412 million in 1976 to $480 
million in 1980, but declined to $348 million in 1983. 


Corn imports, which accounted for about one third of U.S. exports 
to Greece during the 1977-79 period, declined dramatically during 
the last four years due to a significant increase in domestic corn 
production. Machinery and transport equipment, which dominated 
U.S. exports to Greece during the 1967-76 decade, declined to about 
a 22-23 percent share during the period 1977-80, and slightly 
recovered to an averate of 25 percent over the last four years. 
Crude materials (mainly oil seeds, textile fibers, minerals, and 
scrap metal) have dominated U.S. exports to Greece since 1980. 


The foregoing is based on national statistical service (i.e., 
customs) data which may understate U.S. exports to Greece by 
several hundred million dollars and the U.S. share of the Greek 
import market by several percentage points because of their 
commodity coverage (which exclude military items), and possibly 
also because U.S. companies may export to Greece via a west 
European-based supplier. 


The Tourist Sector 


Tourism in 1984 totaled 6,027,266 visitors as against 5,258,872 
tourists in 1983; a 14.6 percent increase. Earnings from tourism 
during 1984 totaled $1,315 million as against 





$1,176 million in 1983, an increase of 11.8 percent. According to 
the Greek tourist organization, 6.5 million tourists are expected 
to visit Greece in 1985 (8 to 10 percent increase over 1984). Due 
to the strengthening of the dollar, Greek hotel room charges are 
not expected to increase in dollar terms in 1985. 


Export Promotion Events 


An effective way of introducing U.S. products, contacting potential 
end users, appointing representatives or supporting an existing 
distributor is through trade promotion events sponsored by the U.S. 
Department of Commerce and organized by the Foreign Commercial 
Service personnel at the U.S. Embassy in Athens. Detailed 
information on the following upcoming event can be obtained from 
the Greek desk, U.S. Department of Commerce, Tel: (202) 377-3945. 


Thessaloniki International Fair September 1985 


Major Projects Reguire Technology and Equipment 


Additional information on the details and status of major projects 
may be obtained from the Department of Commerce Office of 
International Major Projects (tel: (202) 377-5225) and from the 
Commercial Section of the American Embassy in Athens. 


Transportation Projects 


Spata Airport 


In July 1984 the Greek government announced that it had frozen 
plans for construction of a new airport for Athens at the Spata 
site for the next five years. 


Subway (Metro) Expansion 


Athens subway system is to be expanded by the creation of two new 
connecting routes. The first called the "B" line will extend for 
12.5 kilometers. The second, as yet unnamed will be 13 kilometers 
long. The plans for construction of the first station of the "B" 
line was announced in March 1985. Total value of the project is 
estimated at 140 million over the next 10-20 years. 





Railway Modernization 


Greece's railway systems will be modernized and electrified by 
1990. The first tenders on the project have been issued. The 
entire project is estimated to cost $458 million 


Telecommunications Projects 


Air Traffic Control System 


Modernization of Greece's air traffic control system is being 
implemented by the Hellenic Civil Aviation Authority (HCAA) at an 
estimated cost of $70 million, with assistance of about $16 million 
from the European Investment Bank. Equipment for Phase I of the 
project, which is scheduled for completion in 1988, has been 
tendered. Phase II, which will require radar, a flight plan 
processing system and other equipment is scheduled for completion 
by 1990. The Hellenic Telecommunications Organization (OTE) 
proposes to install additional antennas for communication via 
satellite (INTELSAT) and to build a communications system for 
Greece's connection to the European Satellite Communications System 
(EURTELSAT), a ship-to-shore coastal station and other facilities 
intended to upgrade Greece's telecommunications. The NATO common 
infrastructure program for Greece inciudes projects such as 


submarine cable connections, radio links, air traffic control 
systems, etc. 


Telephone system 
Previously announced plans for the construction of an electronic 
digital telephone switching plant for the Hellenic Electronic 


Industry (ELVIL) have been frozen to allow time for consideration 
of alternative technology. 


Energy Projects 


Public Power Corporation (PPC) 


The ten year power development plans provides for the installation 
by 1992 of twelve (300 megawatts each) lignite-burning units and 
eighteen hydroelectric units totalling 1,700 megawatts. 





Renewable Energy 


Development of renewable energy sources is also being studied. 
March 1985 the first license for a wind generator of 55 kw was 


issued by the Ministry of Energy and Natural Resources. 


Agriculture Projects 


Food Processing/Packaging 


The Agricultural Bank of Greece has announced that it is proceeding 
with plans to finance the construction of new food processing and 
packaging units costing in total $150 million. 


Slaughterhouse 


The Ministry of Agriculture has announced that it will soon release 
details for the construction of the 23 slaughterhouses and meat 
processing plants. The Ministry has announced that the consultant 
for this project will be a foreign firm, but the final selection 
process is not completed. 


Industrial Projects 


Alumina Project 


The Greek government has given approval for the construction of a 
600,000 ton per year alumina project at a cost of $600 million, 
which would exploit local bauxite reserves. The Soviet Union has 
provided the feasibility study for this project and discussions are 
continuing with the Soviets for a construction contract and supply 
of technology. 


Metallurgical Project 


A 23.8 billion drachma ($300 MILLION) metallurgical complex to 
produce 40,000 tons of zinc, 40,000 tons of lead, 2.5 tons of gold, 
110 tons of silver, 40,000 tons of sulphuric acid, 90,000 tons of 
phosphoric acid and small quantities of cadmium and bismuth is 
scheduled to be established in Amphipolis, East Macedonia, by Metva 
(North Aegean Metallurgical Industries, S.A.), a government-owned 
entity. 





Scrap Project 


Several ship-breaking units for the production of scrap, valued at 
2.7 billion drachmas have been planned in order to meet the 
requirements of small steel mills and foundries and to supplant 
scrap imports. 


Lignite Project 


A dried lignite unit to supply industrial and civilian fuel 
consumption requirements, in addition to a lignite gas unit, are 
also scheduled to begin operation as soon as they receive final 
government approval. An investment of 500 million drachma is 
estimated for the completion of these projects. 


Stainless Steel Project 


The 60,000 metric tons per year stainless steel project came closer 
to realization following the January 1985 decision by Hellenic 
Industrial Bank, S.A. (ETVA) officials to issue an international 
tender for a feasibility study of the stainless steel project. 
ETVA's selection of the foreign company which will undertake the 


feasibility study must be approved by the Ministry of National 
Economy. 








